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On November 16, 2004, your Board instructed Public Works to attend the joint meeting
of the Budget and Finance and Environmental Quality and Waste Management
Committees of the Los Angeles City Council to be held on that same day. Public Works
was specifically instructed to share your Board’'s potential concerns involving the
trucking of the City of Los Angeles’ trash to the Antelope Valley and Riverside County
before any action is taken by the City and report back to the Board. The following
provides a brief summary of the meeting and a more detailed report is attached.

The Joint Committee considered two reports regarding solid waste disposal
options for City-collected solid waste. The subject reports were a joint City
Administrative Officer (CAO)/Chief Legislative Analyst (CLA) report dated October 21,
2004, and a City of Los Angeles Department of Public Works/Bureau of Sanitation
report dated September 15, 2004.

The Joint Committee did not make a decision on the matter because they did not have
sufficient information to compare all costs associated with the current
procedures/contract and the proposed alternatives and postponed its decision until they
receive the final, complete report from the Bureau of Sanitation. Bureau representatives
indicated they could submit, by January 2005, a final report which reconciles all issues
and addresses each point made in the CAO/CLA report and includes best and final
offers from the top proposer (Waste Management, Inc.).
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The Committee accepted public testimony during which Public Works staff shared the
County's potential concerns regarding the disposal options under consideration by the
City. The Joint Committee Chair, Councilmember Bernard Parks, indicated that on
November 17, 2004, the City’s Board of Public Works would be considering the
Bureau’'s November 9 report and suggested that comments be submitted to that body
also.

Staff from Public Works also attended the November 17, 2004, meeting of the City’s
Board of Public Works to convey the County’s concerns. The Board considered a
recommendation to approve and forward to the Mayor and the City Council, for final
policy decision, the Bureau of Sanitation's November 9, 2004, report on solid waste
disposal options. At the meeting, the Bureau of Sanitation requested a change in their
recommendation which would direct the Bureau to complete its analysis of all costs
associated with each disposal alternative, complete contract negotiations (with best and
final offer from the top proposer), and submit a final, complete report within 45 days.
This revised recommendation was approved by the Board with no dissent.

If you have any questions, please contact me at (626) 458-4002 or your staff may
contact Shari Afshari, Assistant Deputy Director, Environmental Programs Division, at
(626) 458-3500, Monday through Thursday, 7 a.m. to 5:30 p.m.

CR:my

P:\sec\A1332
Attach.

cc: Chief Administrative Office
Executive Office
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On November 16, 2004, the Board of Supervisors instructed the County Department of
Public Works to attend the joint meeting of the Budget and Finance and Environmental
Quality and Waste Management Committees of the Los Angeles City Council. Public
Works was specifically instructed to share the Board’s potential concerns involving the
trucking of the City of Los Angeles’ trash to the Antelope Valley and Riverside County
before any action is taken by the City and report back to the Board.

As instructed, Public Works staff attended the subject joint meeting on Tuesday,
November 16, 2004, to convey your Board’s concerns. In addition, on the following day
staff attended a meeting of the City’s Board of Public Works. The following provides a
report from both meetings.

Joint meeting of the City of Los Angeles Budget and Finance and Environmental Quality
and Waste Management Committees (November 16, 2004, 3:00 p.m.)

Item 1 of the Joint Committee's agenda (File 03-0600-S51) was to consider two reports
regarding solid waste disposal options for City-collected solid waste. The subject
reports were a joint City Administrative Officer (CAO)/Chief Legislative Analyst (CLA)
report to the City's Budget and Finance Committee dated October 21, 2004, and a City
of Los Angeles Department of Public Works report dated September 15, 2004.

The Committee heard a presentation from the CAOQO's office which summarized the
issues raised in the joint CAO/CLA report dated October 21, 2004 (Attachment ). The
CAO/CLA report presented their evaluation of the Bureau’'s September 15, 2004, report
and outlined major issues and concerns regarding the decision to continue or to stop
using Sunshine Canyon Landfill.

These issues include the need for the Bureau of Sanitation to include in its report all
costs associated with each disposal option given that a change from current procedures
will require the use of transfer stations now not being used, potentially more City drivers
and trucks, possible siting of new transfer facilities, changes in current City collection
routes, etc.

Some Committee members emphasized that the City decision needed at this time is for
a short-term "fix" to the longer-term issue of how to manage the City's solid waste.
Other Committee members stated they could not make a decision on the report
because they did not have sufficient information to compare all costs associated with
the current procedures/contract and the proposed alternatives (since not all costs
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associated with the proposed alternatives had been included in the September 15,
2004, report). After some discussion, Bureau of Sanitation representatives (Rita
Robinson, Director; and Enrique Zaldivar, Assistant Director) indicated they could
submit, by January 2005, a final report which (a) reconciles all issues and addresses
each point made in the CAO/CLA report, and (b) includes best and final offers from the
top proposer. The Committee postponed a decision on the matter until they receive the
final, complete report from the Bureau of Sanitation.

The Committee accepted public testimony during which Public Works staff shared the
County's potential concerns regarding the disposal options under consideration by the
City. Due to legal/procedural constraints, this Joint Committee could not discuss the
Bureau of Sanitation’s November 9 report. Nevertheless, the Committee Chair,
Councilmember Bernard Parks, instructed Ms. Robinson to work with the County to
receive our input. He also indicated that the following morning the Board of Public
Works would be considering the Bureau’s November 9 report and suggested that
comments be submitted to that body.

Board of Public Works meeting (November 17, 2004, 9:30 a.m.)

Item 2 of the Board of Public Works agenda was to consider a recommendation to
approve and forward to the Mayor and the City Council, for final policy decision, the
Bureau of Sanitation's report entitled “Analysis of Responses to Request for Proposals
for Disposal and/or Transfer Services for Residual Municipal Refuse Disposal at Other
Solid Waste Facilities Located Outside the City Limits,” dated November 9, 2004
(Attachment II).

The report analyzed five proposals received in response to a Request for Proposals
(RFP) released by the Bureau in May 2004. Proposals were submitted by Burrtec, Inc.;
Waste Management, Inc.; Southern California Disposal; BLT Enterprises, Inc.; and
Community Recycling. The RFP required that each proposal address the following key
considerations:

(1) Applicable timeframe for the proposals was to be July 2006 through
June 2021 to match the potential life of the existing contract with Browning
Ferris Industries, Inc./Sunshine Canyon Landfill.

(2) Proposals were to provide landfilling options for residual waste.
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3) Proposals were to offer only regional landfills outside the City to determine
the feasibility of true available landfill capacity in the region should Sunshine
Canyon Landfill not be used by the City.

The report identifies the Most Viable and Lowest Cost of the RFP options. The Most
Viable Option represents the proposed scenario which is deemed to offer a reliable
degree of confidence of a realistic implementation as stipulated in the RFP. This option,
proposed by Waste Management, Inc., would have a 15-year cumulative cost of
approximately $833 million (an average annual cost of $55.5 million). This option would
entail transporting the City-collected waste to Antelope Valley (presumably the Antelope
Valley and/or Lancaster Landfills) and/or Riverside County (El Sobrante) Landfills.
According to the report, “Conditions may require disposal at El Sobrante Landfill, which
may result in greater costs.”

The Lowest Cost Option represents the proposed scenario which does not offer a fully
reliable degree of confidence of a realistic implementation but has some degree of
confidence and would yield the lowest cost of the proposed options. This option was
also proposed by Waste Management, Inc., and would have a 15-year cumulative cost
of approximately $683 million (an average annual cost of $45.5 million). It would entalil
utilization of a transfer station facility at Bradley Landfill (which is currently in the
permitting process) and disposal primarily at Antelope Valley landfills. However, Bureau
of Sanitation staff does not anticipate that the transfer station would be operational by
July 1, 2006.

In comparison, the report indicates that under the Baseline Scenario (the existing
contract with Browning Ferris Industries), the City would pay approximately $530 million
over 15 years (an average of $35.3 million annually). The report states it is the City's
firm and unequivocal position that the said BFI contract is in full effect now and would
remain in full effect through June 30, 2006. Applicability of the subsequent renewal
options beyond 2006 would depend solely on the City’s decision.

The report emphasizes that given the imminent reduction in available landfill capacity in
the region in the next 15 years, “it is paramount, no matter what disposal option is
ultimately selected by the City in this process, that we secure landfill capacity for the
next fifteen years.” The stability afforded by doing so would give the City time to fully
develop and implement the City’'s Solid Waste Integrated Resources Plan, pursue
Conversion Technologies, maximize their recycling potential, and fully develop the
City’'s own infrastructure for the eventual rail haul of the residual solid waste that
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remains. The report concludes that at least two options exist for the disposal of City-
collected solid waste outside the City’s boundaries (the most viable and lowest cost
options discussed above).

Enrique Zaldivar, Assistant Director of the Bureau of Sanitation, addressed the Board.
He indicated the Bureau was charged with truly looking at all the options available to the
City for managing City-collected waste and he believed the Bureau has done so.
Mr. Zaldivar indicated that there are other alternatives to utilizing Sunshine Canyon
Landfill and “the report tells what it means to choose any of the alternatives.” He further
stated that the report would provide the City with a basis to make policy decisions on
the matter. However, recognizing that additional cost and other analyses need to be
done (as pointed out by the CAO/CLA in their October 21, 2004, report), he indicated
that the Bureau would like to request a change in their recommendation. Specifically,
he requested that the Board direct the Bureau to:

(1) Complete its analysis of all costs associated with each alternative and submit a
final, complete report.
(2) Complete contract negotiations (with best and final offer from the top proposer).

Mr. Zaldivar indicated the Bureau needed no more than 45 days to do the above. This
recommendation was approved by the Board with no dissent.

Staff from Public Works also conveyed the County’s potential concerns to the Board.
The Board accepted the testimony with no questions asked.

Report Approval Process

As directed by the Board of Public Works and the Joint Committee, the Bureau of
Sanitation will be seeking a "best and final" offer from the top proposer. After the
Bureau finalizes the report, it will submit the information to the Board of Public Works.
Subsequent to the Board’s approval, the report will be assigned to the Environmental
Quality and Waste Management and Budget and Finance Committees. Upon their
approval, the report will be submitted to the Mayor and City Council for a policy
decision.
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INTER-DEPARTMENTAL CORRESPONDENCE

0590-00098-2538

Date: October 21, 2004
To: .The Budget and Finance Committee
From: William T Fujioka, City Administrative Officer U

Ronald F. Deaton, Chief Legislative Analyst
Subject: SOLID WASTE DISPOSAL OPTIONS

The City is facing a critical juncture in its solid waste collection and disposal
programs. The Mayor has directed the Bureau of Sanitation (Bureau) to evaluate alternatives
to the disposal of City collected refuse at Sunshine Canyon Landfill (SCL). To meet this goal,
the Bureau issued two different Request for Proposals (RFP). The first of these will provide
information on the costs to replace the City’s current Agreement with Browning-Ferris
Industries (BFI) for the disposal of refuse at SCL. This RFP is currently under evaluation by the
Bureau and a comprehensive report will be forthcoming in November 2004. The second RFP
was issued for a study of available alternative technologies to disposing of refuse in a landfill.
This study, which is expected to be completed in December 2004, will provide information on
the various different technologies available to convert refuse into some other form.and the
viability of those methods for the City’s waste stream.

The residents in the communities immediately surrounding SCL want to close the
facility. They view this facility as a significant quality of life issue, primarily due to air quality,
water quality and traffic concerns. If the facility were to close, there would be a reduction in
heavy duty refuse collection vehicles traveling to the facility as well as a reduction in odors
emanating from the facility. We believe that there is the perception or belief that if the City were

to cease using SCL, that the facility would close. We do not believe that this would be the
case.

This Committee requested an evaluation of the Bureau of Sanitation report dated
September 15, 2004. There are significant costs and operational impacts associated with the
decision to cease disposal in SCL as disposal costs, also known as Tip Fees, now cost the
City approximately $32 million per year for some 989,000 total tons per year. SCL ‘alone
accounts for 97 percent of these figures. Additionally, the City realized cost savings several
years ago when it began “direct hauling” much of the City refuse to SCL, avoiding the costs of
transfer stations. This operational alternative is unlikely to be continued if the City changes to
use of landfills at more distant sites. All Tip Fees are funded by the General Fund. '
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With this minimal background, this report will outline major issues and concerns

surrounding the decision to continue or to stop using Sunshine Canyon Landfill.

1)

The City must notify BFI by June 30, 2005, of its intention to extend the
Agreement or not. The City’s first opportunity to opt out of our Agreement with BFl is
June 30, 2006. However, the Agreement provisions require the City to notify BFI by
June 30, 2005 of our intention to either extend for the second of four five-year options
or to not renew. This eight month deadline will require the Mayor and Council to makea
determination on this issue quickly. Not extending the Agreement will result in
increased, as yet undefined, costs to dispose of City collected refuse. The Bureau's
November report on the RFP mentioned above will outline costs proposed by each of
the respondents to the RFP. It is hoped that the Bureau will include in this report not
only the actual disposal costs but all other costs associated with each option, given that
this change from current procedures will require use of transfer stations not now being
used, potentially more City drivers and trucks; possible siting of new_transfer or

~.processing facilities; changes of current collection routes, etc.

2)

3)

4)

5)

The City has yet to evaluate the potential of Alternative Technologies which were
the subject of a second RFP. Depending on the efficacy of the alternatives, there may
be changes in the amounts and types of materials that can be diverted from the
landfills. However, until there has been a systematic review of the issues associated
with this approach and how the use of these alternatives will factor into the costs and
savings to the City, we cannot weigh their value.

in the event the BFI Agreement is not extended, the funding of much of the
preparation for a change of this magnitude must be included in the 2005-06
Budget. This will be difficult to accomplish in the 6 months between now and Council
consideration of the 2005-06 Proposed Budget. Included in these costs will be
negotiations with the new disposal sites, transfer stations, additional staff and trucks, if
necessary, development of new tracking/planning systems, etc. At a minimum, the

2005-06 Budget would need to include an Unappropriated Balance line time to fund the
new costs.

Sunshine Canyon Landfill will not stop operating if the City ceases to use the
site. This is a privately owned landfill and BFI| has already indicated their intention to
find other users in the event the City opts out of the Agreement (see Attachment 1).
Other haulers will be able to continue use of the landfill, the City streets and related
resources. The desires of the immediate community around SCL, who would like to see

the landfill close, will probably not be met by the decision of the C|ty to stop using the
landfill.

The City’s General Fund that now pays Tip Fees is also the source of funding for
other critical City services. Although the RFP will provide a more exact estimate of
the disposal costs associated with leaving Sunshine Canyon, the Bureau has indicated
that the various scenarios of the bid responses would increase tip fee costs alone by 20
percent to 50 percent, or approximately $6.4 million to $16 million. Establishing new
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transfer or processing facilities, as well as other related operational needs such a
additional trucks and staff, will be an additional cost. '

Concerns

The most immediate decision facing the City is whether to opt out of the
Agreement with BFI. The Bureau of Sanitation reports on the RFP responses must include the
following critical information: )

* Incremental costs by category, including any increased staffing or fleet requirements, tip
fee costs, and any other pertinent cost increases needed to implement each scenario;,

e Time line for implementation of each cost item (for exémple, if new vehicles are needed,
when do they need to be purchased), including any fee increases.

* Operational issues such as hiring and training of new staff, purchasing and outfitting of
new vehicles, etc.

In addition to the above, which will allow for the evaluation of the costs to change
from our current disposal process, there are some other questions that we believe are
pertinent to this decision. These include the following:

1. How will the City fund the increased costs associated with this change?

One option might be to amend the existing Sanitation Equipment Charge to recover the costs
associated with this service. It-should be noted that any rate increase would also require a
public hearing process under Proposition 218, a process that takes some 90 days, in addition
to the time needed to amend the Ordinance to add any additional categories of expenditures.

2. Would it be possible to renegotiate the current BFI Agreement to redefine the
option periods to something less than five years?

This would allow for a longer and more thorough decision making period since the current
June 30, 2005 deadline, is for budgetary purposes, just around the corner. It should be noted
that this is not a unilateral decision on behalf of the City. BFI can hold us to the current terms
and refuse to negotiate any change to the option periods,

3. Whatis the incremental cost of this renegotiation?
Since the current rate structure was based upon an estimated 20 years of City use of SCL, the

rates reflect any “discounts” that BFI was willing to offer for the long term. If a shorter option
period is renegotiated, it is likely that the cost per ton for disposal will increase.
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4. What happens if the City renews for the next five year option but elects to opt out
of the Agreement prior to the full five year term?

The City Attorney should be requested to review and provide advice regarding the City's
liability for this action and the associated costs.

5. What impact does the decision to leave Sunshine Canyon have on green waste
and recycling agreements?

The City has contracts with entities to process City collected green waste and recyclables.
Since there can be contaminants in these bins, the contractors have to dispose of these
- contaminants. Does the City want to restrict these entities from' also using SCL? If so, what is
the impact on our existing agreements and what additional costs will the City incur?

6. Does the City want to prohibit private haulers servicing commercial and multi-
family residences within the City from using Sunshine Canyon as well?

This will require input from the City Attorney regarding the ability of the City to impose such a
limit given our current permitting system. If it is possible, the private haulers will likely request a
modification to their permit fees, which are currently assessed at 10 percent of gross revenues.
Since this action would increase their operating costs, it would be reasonable to assume that
they will want to have these increased costs in some way incorporated into the fee structure,
thereby reducing revenues to the City. These permit fees are used to develop recycling
programs for those serviced by the private haulers and any reduction in revenue would
adversely affect these program.

7. If the true goal is to close Sunshine Canyon, what would it take to do that? - -

Given that we are not the only users of this facmty, there may be significant impediments to
closing this facility.

8. What other negative impacts might there be if the City opts out of Sunshine
Canyon?

If the owner is successful in contracting with other agencies (and.we believe this is likely due to
other recent landfill closures), the surrounding communlty may be more negatively impacted
than it currently is due to increased truck traffic. It is unclear if this new truck traffic would
consist of alternative fuel vehicles, as is commonly utilized by the City's fleet. Other
jurisdictions and private hauler fleets are either not subject to the air quality regulations or have
not fully integrated alternative fuel vehicles into their disposal fleets. Further, this impact may
extend beyond the immediate community as the City’s exit from the facility would allow the
owner to take trash from entities outside of Los Angeles County. Currently, the owner is

prohibited from taking trash from outside Los Angeles County as a term of our contract with
BFI.
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9. Would the City be locked into minimum tonnage levels for any replacement
agreement(s) to the one with BFI?

If the City does switch to another provider for disposal, we would need to ensure that any
agreement would allow for the City to reduce tonnage levels in the event we are able to
~ implement some type of alternative technology. It should be anticipated that any provisions
allowing for this reduction would come at some price since it is to the contractors’ benefit to
have guaranteed tonnage levels from the City.

Long Term Issues

In addition to the above, we believe that the City needs to take a more
comprehensive look at our solid waste collection and disposal operations. We are at a point
where the City.needs to develop a more definite plan of action for our long term disposal
needs. It is not clear that switching disposal operators at this time will leave us well positioned
to transition to rail haul, which is the future for solid waste disposal in the greater Los Angeles
area. Further, we are at a time when the Bureau needs to have a long term capital plan to
meet the future of solid waste disposal and processing, including transfer stations, alternative
technologies to landfills, and ongoing development of alternative fuel infrastructure. Further,
the City needs to evaluate the current funding structure and alternate funding mechanisms in
order to relieve the General Fund, which currently subsidizes solid waste disposal by
approximately $190 million per year.

To meet our long term planning needs, we recommend a comprehensive
evaluation of all the issues facing the City's refuse collection and disposal services. We believe
that a detailed best practices study, administered by the CAO and CLA (similar to the one
done for the City’s wastewater program) would provide the best foundation on which to make
both the decision regarding Sunshine Canyon as well as serve as the basis for a long term
operational and capital program planning document. This study would evaluate the City’s
current operations, detail strengths and weaknesses, evaluate our current fee structure,
provide comparative information on the City's operations and fees with other municipal
agencies, and include information on the availability of alternative options and technologies for
refuse disposal. This type of study would provide the groundwork for making decisions on
where we want to go in the future. Additionally, as the City looks to future rate increases for the
Sanitation Equipment Charge (either “as is” or expanded into a refuse collection fee), we will
have the information on which to support the needed increases.

RECOMMENDATIONS
That the City Council,

1. Instruct the City Administrative Officer and Chief Legislative Analyst to issue a Request
for Proposals for a best practices study for solid waste collection and disposal services;
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2. Instruct the City Administrative Officer and Chief Legislative Analyst to analyze the
Bureau of Sanitation reports on the two Requests for Proposals and incorporate into the
best practices study;

3. Instruct the City Administrative Officer, Chief Legislative Analyst and the Bureau of
Sanitation to identify 2005-06 budget impacts and related budget requests; and,

4. Instruct the Bureau of Sanitation to report back in 30 days with a plan to address the
issues identified in this report and options available to the City, given the June 30, 2005,

deadline for making a decision regarding the continued use of Sunshine Canyon
Landfill. ' '

FISCAL IMPACT STATEMENT

There is no impact on the General Fund in adopting this report. However, future decisions
regarding Sunshine Canyon could result in additional tip fee costs ranging from $6 million to
$16 million. There may be additional General Fund costs, such as to establish transfer and
processing facilities, that will not be known until the Bureau completes its review of the various
responses to the RFP.

WTF:PJH:06050061c
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DEPARTMENT OF PUBLIC WORKS
BUREAU OF SANITATION

BOARD REPORT NO. 1
NOVEMBER 17, 2004

CDh: ALL

REVIEW OF SOLID WASTE DISPOSAL OPTIONS

RECOMMENDATIONS

1. Receive the report from the Bureau of Sanitation on analysis of
proposals for disposal of solid waste.

2. Approve and forward this Board Report to the Mayor and City
Council for final policy decision on disposal of city-collected

solid waste.

TRANSMITTALS

1. Bureau of Sanitation Report dated November 9, 2004 - Analysis of
Responses to Request For Proposal for Disposal and Transfer
Services of Solid Waste.

2. Joint Board Report No. 1 - Authority to Distribute a Request For
Proposals (RFP) for Disposal and/or Transfer Services of
Residual Solid Waste at Landfills Located Outside The City-
Approved on May 28, 2004.

3. Letter from BFI, dated May 19, 2004, offering the City a long-
term disposal proposal.

DISCUSSION

Following the closure in 1996 of the last city-owned landfill, Lopez
Canyon Landfill, the City entered into a contract with Browning-
Ferris Industries (BFI) and Waste Management Inc (WM) for disposal of

Bureau of Sanitation (BOS) collected waste. The contract with BFI
(Contract No C-93688) became effective 1in August 1996, with an
initial time term of 7.5 years. The BFI contract was subsequently

amended in Amendment No. 1, which became effective on July 1, 2001,
and in it the duration of the contract was extended thru 2021, in
four, 5-year renewal options. The contract with WM expired in 2001,
and since then BOS has utilized BFI’s Sunshine Canyon Landfill (SCL)
almost exclusively for disposal of its residual waste.

Expiration of the first 5-year option of the contract with BFI is
coming up on June 30, 2006. However, more critical from a timeline
perspective is the contractual deadline of June 30, 2005, for the
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City to inform BFI of its decision on whether to exercise the second
5-year renewal option. With this timeline in mind, BOS has been
working diligently on identifying all wviable disposal options for
disposal of its solid waste to present to the Board, the Mayor and
the Council to assist them in making the policy decision on where the
City is going to dispose of BOS-collected residual waste.

REQUEST FOR PROPOSALS (RFP) PROCESS

In July 2003, BOS released an RFP (RFP1l) soliciting proposals for a
disposal system for BOS-collected refuse at alternative landfills.
Subsequent to the submittal of proposals in response to RFP1, the
City acquired the Central Los Angeles Recycling and Transfer Station
(CLARTS) solid waste transfer facility, located east of downtown Los
Angeles. CLARTS is a crucial component of the City’s solid waste
management system, and because the proposals in RFP1 were predicated
on the City not yet owning CLARTS, a whole new RFP (RFPII) needed to
be issued to reflect this significant change in conditiomns.

RFPIT was authorized by the Board to be released in May 2004
(Transmittal No. 2). Proposals were received on July 29, 2004. The
underlying premise of the RFP was that the proposals address the
following key considerations:

a) Applicable timeframe of the proposals was to be from July 2006
thru June 2021.
This was done to match the potential 1life of the BFI/Sunshine
Canyon Landfill contract, thus making the comparisons between
them valid.

b) Proposals were to provide landfilling options of residual waste.
While the Bureau is pursuing other waste management practices as
alternatives to landfilling in other venues, RFPII specifically
requested proposals for disposal of residual waste at landfills
only.

c) Proposals were to offer only regional landfills outside of the
City.
This consideration was important to be able to determine the
feasibility of true available landfill capacity in the region,
should Sunshine Canyon Landfill not be used by the City.

Five (5) proposals were submitted by the following companies:
® Burrtec, Inc; Fontana, California
® Waste Management Inc; Sun Valley, California
e Southern California Disposal; Santa Monica, California
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e BLT Enterprises Inc; Oxnard, California
e Community Recycling; Sun Valley,

California

A team of BOS staff was assembled to evaluate the proposals and make
a determination of feasibility and viability of all of the proposals

submitted. Transmittal No.
findings. The methodology, rationale and
evaluation process are contained in the report,
analysis was done on a wasteshed basis.
the BOS service area: South LA, North Central,
Valley, West Valley.

Based on BOS’s analysis of the proposals,

used 1in

2 is the evaluation team’s report on their
criteria

the

but in general the

There are six wastesheds in

West LA, Harbor, East

the following options have

been determined to be the Most Viable Option and the Lowest Cost

Option (as submitted in the proposals) :
Table A. Most Viable of the RFP Options
Cumulative 15

Waste Shed Company| 1st-Year Cost years *
Metro ( South LA &

North Central) Transfer at CLARTS to Antelope Valley (AV) and/or El Sobrante 4 Landfills. WM $14,635,053.00 $272,196,090
West LA Transfer at WM Carson to AV and/or El Sobrante * Landfills WM $5,706,765.00 $106,139,631
Harbor Transfer at WM Carson to AV and/or El Sobrante * Landfills +SERRF ? WM $2,454,444.00 $45,649,993
East Valley CLARTS ® transfer to AV and/or El Sobrante * Landfills. WM $11,580,570.00 $215,386,024
West Valley CLARTS ® transfer to AV and/or El Sobrante * Landfills. WM $10,391,715.00 $193,274,612

Total Annual Cost for Most viable option

$44,768,547.00

$832,646,350

Fifteen-year Average Annual Cost

+ Assumes 3% annual price increase for the disposal options proposed in the RFP starting in 2007.

* SERRF - Southeast Resource Recovery Facility

% CLARTS - Central Los Angeles Recycling and Transfer Station owned and operated by the City.

* Conditions may require disposal at El Sobrante Landfill, which may result in greater costs.

Table B. Lowest Cost of the RFP Options

$55,509,756.70

Cummlative 15

Waste Shed Company| 1st-Year Cost years*

Metro ( South LA & North Central) Transfer at CLARTS to Antelope Valley (AV) Landfills WM $14,635,053.00 $272,196,090
West LA Transfer at WM Carson Station to AV landfill WM $5,706,765.00 $106,139,631
Harbor Transfer at WM Carson Station to AV landfill +SERRF WM $2,454,444.00 $45,649,993
East Valley Bradley transfer Station to AV landfill WM $6,923,286.00 $128,765,600
West Valley Bradley transfer Station to AV landfill WM $6,991,146.00 $130,027,722
Total Annual Cost for Lowest cost option $36,710,694.00 $682,779,036

Fifteen-year average Annual Cost Per Year
* Assumes 3% annua price increase for the disposa options proposed in the RFP starting in 2007.

$45,518,602.43
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The most viable option represents the proposed scenario(s)

1

2004

deemed to offer a reliable degree of confidence

which are

of a realistic

implementation as stipulated in RFPII. The lowest cost option
represents the proposed scenario(s) which do not offer a fully
reliable degree of confidence of a realistic implementation, but have

some degree of confidence,
proposed options.
the wutilization of a transfer
Landfill in Sun Valley,

successfully

process,

complete
and complete the construction in approximately 18 months,
BOS staff does not believe at this point,

Specifically,

(WM)

and would yield the lowest cost of the
Waste Management
station facility at their Bradley

has proposed

which currently in the permitting process. WM
has estimated that the Bradley Transfer Station will be constructed
and operational by July 1, 2006. However, because they must still
the permitting

the environmental

would be operational by July 1, 2006.

review

that the transfer station

Existing Disposal System Scenario (Baseline)

BOS collects approximately 990,000 tons/year of residual solid waste.
Nearly all of it is disposed at the Sunshine Canyon Landfill, with
about 28,000 tons/year processed at the South East Resource Recovery
Facility (SERRF) in Long Beach. Roughly 40% (396,000 tons/year) of
the waste 1s transferred through a transfer station, primarily
through the Central Los 2Angeles Recycling and Transfer Station
(CLARTS), recently acquired by the City in April, 2004. Table C below
shows a breakdown of the existing disposal system, by wasteshed.

Table C. Existing Disposal System

Average
Daily Cumulative 15

Waste Shed Tonnage Company| 1st-Year Cost* years*
Metro ( South LA &
North Central) 1552 |BFI Sunshine - CLARTS Transfer BFI $13,915,478.92 $258,812,794
West LA 523  |BFI Sunshine - Direct Haul & SoCal Disposal (SCD) Transfer SCD/BFI $4,504,680.90 $83,782,172
Harbor 194  |BFI Sunshine - Falcon Transfer & SERRF BFI $2,013,813.99 $37,454,753
East Valley 733 BFI Sunshine - Direct Haul BFI $4,434,635.34 $82,479,401]
West Valley 573  |BFI Sunshine - Direct Haul BFI $3,466,638.54 $64,475,712|
All Waste Sheds 3,575
Current Annual Cost $28,335,247.69 $530,099,258
Fifteen-year Average Annual Cost Per Year $35,339,950.51

* 10% County tax not gpplicable on City-side landfill.
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Cost Comparison of Disposal System Options

The field of disposal options to consider for cost comparison

purposes consists of the following, listed in no particular order:

Option A: Scenario as shown on Table A above.

Option B: Scenario as shown on Table B above.

Option C: Existing Baseline Scenario, Table C above

Option D: Proposal by BFI, as presented to BOS in letter dated May
19, 2004 (Option D is presented for purposes of reference
only. See note below)

BFI and the City have a difference of interpretation of the
provisions of our current contract (No. C-93688), relative to its
time of effectiveness. The City’s position is firm and unequivocal
that said contract is in full effect now, and will remain in full
effect thru June 30, 2006. Applicability of the subsequent renewal
options beyond 2006 will depend solely on the City’s decision.
Nonetheless, BFI presented to the City an unsolicited proposal in a
letter dated May 19, 2004 (Transmittal No. 3), in which they offered
the City a long term agreement with specific unit rates for disposal,
implicitly premised on the assumption that our current contract would
not be in effect. Option D is included in this report strictly as
reference only.

Attachment No. 1 shows a detail graphical comparison of the four
options. The following is a ranking of the options in order of
ascending cost, using both the estimated average annual system cost
and a total estimated system cost for the entire 15-year time frame:

Table D. Cost Comparison of Disposal Options

Average | 15-Year Total Annual
Rank Option Description Annual Cost | System Cost Difference
Existing Disposal System
1st Scenario Baseline (Refer to
Table C). $35,339,951 $530,099,258 NA
WM Regional Landfills -
2nd Bradley Transfer Station
(Refer to Table B). $45,518,602 $682,779,036 $10,178,652
3rd BFI Long-Term Proposa
(Refer to Transmittal #3) . $52,698,871 $790,483,058 $17,358,920
WM - Regional Landfills -
4th No Bradley Transfer (Refer
to Table A). $55,509,757 $832,646,350 $20,169,806
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It is important to note that negotiations on any of the above options
have not yet taken place. It is envisioned that at a minimum a “best
and final” round of negotiations as well as a final determination of
the proposals compliance with city policies, (e.g. MBE/WBE Program)
will occur while this report is under consideration by the Mayor and
the City Council.

Major Components of Disposal System Cost Calculation

The detailed cost analysis of the options is presented in Transmittal
No. 2 -“Analysis of Responses Report”. In general, the approach
followed was to use the existing disposal system and all of its
components as the baseline to compare costs to and from. That is,
BOS looked at the operational-related costs inherent with any of the
other options (other than the baseline), and made a determination on
whether there would an increase or a decrease in operational costs.

For example, Option A would require that we drive a longer distance
from the two Valley wastesheds to CLARTS to transfer the waste to the
Antelope Valley Landfills or El Sobrante Landfill. This would result
in an increase from the baseline cost in that more drivers and more
trucks would be needed; therefore the additional incremental cost 1is
included in the cost calculation of Option A.

Calculation of the total disposal system cost for each of the options
is grouped in the following major components:
e TLandfill Disposal Costs (tip rates at the landfills)
® Transfer and Transport Costs
e Differential (increase/decrease) Operational Costs from
Baseline
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City Franchise Fee on Sunshine Canyon Landfill

An important clarification in calculating the cost for both Options C
and D 1is the City Franchise Fee applicable to Sunshine Canyon
Landfill, and payable to the City. Presently, the LA County side of
the landfill levies a 10% fee, which is passed through to customers.
The City will levy a 12% Franchise Fee, also a pass through fee, on
all tonnage disposed on the City’s side.

Appropriation of the LA City Franchise Fee is currently structured to
be proportionately allocated between the Sunshine Canyon Community
Amenities Trust Fund (CAT) (Chapter 96, Section 5.496 L.A.
Administrative Code) and the Integrated Solid Waste Management Trust
Fund (ISWMTF) (Chapter 52, Section 5.429, L.A. Administrative Code).
The portion of the franchise fee attributable to City-hauled refuse
is to be appropriated to the ISWMT Fund, the other portion would go
to the CAT Fund. However, the provision for the appropriation to the
ISWMT Fund 1is due to expire on June 30, 2005. After this date, the
Franchise Fee will be levied only on non-city hauled waste and the
revenue will go to the CAT Fund.

In calculating the Franchise Fee in the cost analysis, we considered
the fact that presently the 10% LA County Fee is paid by BOS for
city-collected waste, but the City does not receive any of it back.
The 12% LA City Franchise Fee will be paid by all customers (City'’s
side) and the City will receive it all back, up until June 30, 2005.
Beyond June 30, 2005, BOS would not pay the 12% Franchise Fee, nor
the 10% County Fee, which would mean a 10% reduction on the disposal
costs at Sunshine Canyon for BOS, assuming that the City’s side of
the landfill will be operational by June 30, 2005.

City’s Long Term Solid Waste Management Plan

The City has been working on multiple fronts to increase its
recycling/diversion rate, as part of its continuing efforts to lessen
the City’s dependency on landfills. As a matter of fact, the City
has achieved a 62% citywide-diversion rate, making it one of the
highest rates in the state and in the nation. The City’s adopted
goal is to achieve a 70% diversion rate by the year 2020. However,
our efforts must be more aggressive as there remain over 3.5 million
tons of solid waste (public and private) in the City being disposed
in landfills on an annual basis.

BOS has recently gotten underway several important projects whose
fundamental objective is to manage solid waste as a resource, derive
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a beneficial use from it, and keep it from being landfilled. Earlier

this year, the City took the ever important first step in pursuing
alternatives known as Conversion Technologies that would primarily

derive energy value (a resource) from residual waste. A wide
spectrum of technologies is Dbeing evaluated by BOS with the
assistance of URS, Inc. as its technical consultant. A report will

be completed in early 2005, with a recommendation of which technology
(ies) the City may consider.

The Bureau has also started the implementation of a pilot recycling
program for apartments serviced by private haulers. In all,
approximately 100,000 of the estimated 600,000 apartment units
serviced by private haulers will be on the pilot program by Spring
2005.

Our flagship Curbside Recycling Program has done remarkably well,
though we believe that more recyclables can be "“mined” out of the
refuse stream and diverted to the blue container. The economics of
this transfer of stream are truly compelling. For every ton of
recyclables that we capture, we receive a minimum of $15 in revenue,
and we avoid a tip fee cost of approximately $25, at $40 per ton
swing, thus our need to fully capitalize on our existing recycling
system infrastructure.

Nonetheless, the management of the City’s solid waste is undeniably a
complex issue, one that requires the active participation of all
stakeholders, as we chart a course for the future: residents,
neighborhood councils, the environmental community, the business
community, regulatory and planning agencies and elected officials. To
this end, the Bureau has initiated the development of a comprehensive
Integrated Resources Plan for Solid Waste Management (SWIRP), a
process that would engage all of the stakeholders.

Landfills in the Region

The landfill disposal landscape in Southern California will
experience significant changes in the next fifteen years. Bradley
Landfill in Sun Valley (owned by WM) is scheduled to close in 2007,
and the Puente Hills Landfill in Whittier (owned by Los Angeles
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County Sanitation Districts) is scheduled to close in 2013. These
events will reduce landfill capacity in the region.

CountySan is the public agency leading the efforts to develop the
regional infrastructure for hauling residual solid waste to remotely
located mega-landfills. CountySan owns Mesquite Landfill near E1
Centro, in Imperial Valley, California. CountySan estimates to start
partial use of this landfill by 2009 and expand its utilization by
the time Puente Hills Landfill closes in 2013.

It is 1likely that the private sector will also pursue landfill
developments of their own for rail haul in the future. As an
example, WM owns landfills in Arizona and Nevada that could be
developed for rail-haul from Southern California.

Timeframe For Landfill Disposal for City-Collected Solid Waste

Given the imminent reduction of available landfill capacity in the
region in the next fifteen years, it is paramount, no matter what
disposal option is ultimately selected by the City in this process,
that we secure landfill capacity for the next fifteen vyears. This
stability will afford us the time to fully develop and implement the
Solid Waste Integrated Resources Plan (SWIRP), pursue Conversion
Technologies, maximize our full recycling potential, and fully
develop our own infrastructure for the eventual rail haul of whatever
residual solid waste remains.

CONCLUSIONS

The Bureau has determined that at least two options exist for the
disposal of City-collected solid waste outside the city’s limit.
Based upon a policy decision by the Mayor and Council, the Bureau
will implement the plan on behalf of the City.

Respectfully submitted,

RITA L. ROBINSON, Director
Bureau of Sanitation

Prepared By:
Enrique C. Zaldivar, EXEC
(213) 473-7999
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